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Editor's Note: The CIA's role in the illegal contra supply operations is unclear because of past
decisions to "off load" covert operations and networks the Agency itself set up. Pacific News Service
contributing editor Peter Dale Scott, in this third of a six-part series, examines the history of the
CIA's efforts to distance itself from its past drug linked operations, even as it continued to make use
of them. Scott, a former Canadian diplomat and veteran researcher of US covert politics, is author
of "The War Conspiracy" and "The Assassinations." [The Latin America Data Base (LADB) has
received permission by PNS to reproduce this six-part series.] By Peter Dale Scott The CIA may or
may not have played a major role in the illegal supply operations of the contras, but the ambiguity
may never be resolved. The reason is that while the CIA set up the original supply networks more
than two decades ago, it then decided to distance itself from them. The ambiguity first began in the
period 1971-73, when the CIA was coming under increasing public and Congressional scrutiny for
its alleged involvement in the Southeast Asian drug traffic. In these years the CIA decided to "offload" or sever its formal connections with a Cuban exile group (Operation 40) whose drug-running
operations had become known to the Justice Department. It also "sold" its proprietary airlines Air
America and Southern Air Transport, which had been publicly implicated in the narcotics traffic
of Southeast Asia. Exactly how much was changed by this legal off-loading is very unclear. In
1985-86, for example, two members of Operation 40, Felix Rodriguez and Luis Posada, were found
to be loading supplies for the contras onto planes operated by Southern Air Transport. The press
subsequently learned that Southern Air Transport's Chairman and sole stockholder was James
Bastian, who before the CIA divestment had been a vice-president of the CIA's airline holding
company, Pacific Corp., and also Southern Air Transport's in-house attorney. In the same period
1971-73, a number of covert operators and subordinate personnel resigned or were dismissed
from the Agency. Two of these were Ed Wilson and Frank Terpil, both later arrested for illegal
smuggling of arms and explosives. Press exposure of the interrelated Wilson and Terpil scandals
revealed that after their departures from the CIA the two men had set up a number of new "private"
companies which continued to do business with both US and foreign intelligence. Some of these
companies and their personnel are close to the very heart of today's Contragate scandal. A WilsonTerpil company involved with Wilson's illegal dealings with Libya was Inter-Technology, housed
in the office of a Terpil sales company called Intercontinental Technology which did business with
Iran. Intercontinental's parent, Stanford Technology, run by a mysterious Iranian called Albert
Hakim, was in 1985-86 the parent of Stanford Technology Trading Group International, the key firm
involved in both the Iran arms deals and the contra supply operation. The two ex-CIA personnel
running Stanford Technology Trading at the time of Iran-contragate, Air Force General Richard
Secord and Theodore Shackley, are both alleged to have been former secret business partners
with Wilson. Both men also figured in pre-1971 scandals which the CIA wished to distance itself
from Secord as director of the CIA's secret air war in Laos and its drug links, and Shackley as CIA
station chief in both Laos and Maimi, at the time of the Cubans' scandal-plagued Operation 40. In
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a lawsuit filed against Secord, Shackley and others, the nonprofit Christic Institute charges that
these associates formed a "secret team" to continue covert activities which were being dropped
by the CIA, and to finance them through its access to the Laotian and Caribbean drug traffic. The
affidavit charges that drug profits during the Laotian secret air war were deposited in a secret
Ted Shackley bank account at the Nugan Hand Bank in Australia. In a 1982 article for FOREIGN
POLICY, Professor James A. Nathan detailed the bank's involvement with both drugs and the CIA.
Nathan quotes the director of the bank's branch in Northwest Thailand as telling an Australian TV
interviewer he handled $2.6 million in less than six months generated by drug trafficking in the
area. The bank, the director told his interviewer, was a "laundry for local tribesmen and other poppy
growers." The article also revealed that the bank's founders included four officials of the CIA-owned
Air America, and that its representative in Saudi Arabia, Bernie Houghton, was a close associate
of Ed Wilson. It was through Houghton that Wilson allegedly attained funds to pay for weapons
and ammunition for CIA-backed rebels in Angola. Nathan's article, along with other articles about
Nugan Hand widely publicized in Australia, prompted the CIA to issue a rare public denial in
March, 1982, for Australian audiences only. The Agency denied it had any ties with Nugan Hand
or any involvement in drug trafficking. Technically, the CIA statement may have been correct. For
in the relevant period 1973-75, Wilson and other associates linked to the bank had already been
off-loaded by the CIA. Both Wilson and Houghton, for example, were by then working for a more
shadowy parallel US intelligence network, Task Force 157, lodged under the US Navy. If Wilson
and Houghton, while still in Task Force 157, used the Nugan Hand bank to channel unauthorized
support to the CIA-backed rebels in Angola, in the face of Congressional opposition, they set the
precedent for the drug-linked aid to the contras today. Indeed, the same "secret team" seems to
have been responsible for both operations. Off-loaded by the CIA in the early 1970s, the "secret
team" in fact lost little of its cohesiveness or influence. Not only did it continue to serve the US
intelligence establishment after its severance from the CIA, the available evidence suggests it may
be playing the same role today. [Parts 1 and 2 of this series appeared in the 02/27/87 issue of CAU.
Part 4 appears in this issue, and parts 5 and 6 will be published in the 03/06/87 issue of CAU.]
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